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From Markets-Hierarchies Approach to 
Governance Structure Approach 
-Critical Studies about Williamson’s Conversion- 
Kiyoshi Yonekawa 
 
  In his Markets and Hierarchies (1975), O.E.Williamson advocated the precedence of 
markets over hierarchies and the interchangeability between them. However, since 1990, 
he changed his stance; instead of the dichotomy of markets and hierarchies, he adopted 
a ‘hybrid mode’ of markets and hierarchies on the ground that trades outside the markets 
have not only an organizational aspect but also the aspect of markets where commodity 
exchange is conducted. The present writer points out that Williamson’s initial assertion 
that “hierarchies are essentially different from markets” has been gradually retracted. 
The second point: Through trial and error, Williamson, taking the Institutional 
Environment as a given condition, comes to focus on the discrete structural analysis of 
the Governance Structure. However, ‘methodological individualism’ and ‘comparative 
statics ’ , which are cardinal points in Williamson’s  governance structure approach, 
cannot readily cope with rapid innovations and organizational learning, much less  a 
breakthrough to the strategic management. 
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